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PEER reviewed selected areas of operation of the Gautier
Utility District, a water, sewer, and fire protection
ndistrict in Jackson County, Mississippi. The district
issued bonds to finance construction and acquisition of
facilities within the scope of its authority, although the
final <cost of the project was more than originally
estimated. The district violated state laws relative to
purchasing, open meetings, and conflict of interest. The
district failed to collect all possible revenues and could
face a cash flow problem in the future.
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PEER: THE MISSISSIPPI LEGISLATURE'S OVERSIGHT AGENCY

The MIssliIssippl Leglslature created the Joint Leglslative Committee on
Per formance Evaluatlon and Expendlture Review (PEER Commlittee) by statute
In 1973. A standling Jolnt commlttee, the PEER Commlttee Is composed of
flve members of the House of Representatlves appolnted by the Speaker and
flve members of the Senate appolnted by the Lleutenant Governor.
Appolntments are made for four-year terms wlth one Senator and one
Representatlive appolnted from each of the U. S. Congresslonal Districts.
Commlittee offlcers are elected by the membership with offlcers alternating
annual ly between the two houses. All Commlttee actions by statute require
a majJorlty vote of three Representatlives and three Senators votling In the
afflirmative.

An extension of the MIssiIsslippl Leglislature’'s constitutlonal
prerogatlive to conduct examinatlons and Investligatlions, PEER Is authorlzed
by law to review any entlty, Including contractors supported In whole or In
part by publlc funds, and to address any Issues which may requlre
leglislative actlon. PEER has statutory access to all state and local
records and has subpoena power to compel testimony or the production of
documents.

As an Integral part of the Leglslature, PEER provides a varlety of
services, Including program evaluatlons, economy and efficlency revliews,
flnanclal audlts, |Imlted scope evaluatlons, flscal notes, speclal
Investigatlons, brieflngs to Indlvidual leglslators, testIimony, and other
governmental research and asslstance. The Commlittee Identifles
Inefflclency or Ineffectlveness or a fallure to accompllish leglislatlive
obJectlves, and makes recommendatlons for redefinitlon, redlrectlion,
redistributlon and/or restructuring of MiIsslissippl government. As dlrected
by and subject to the prlor approval of the PEER Commlttee, the Committee’'s
professlonal staff executes audlt and evaluatlon projJects obtalnlng
Informatlon and developlng optlons for conslderation by the Commlttee. The
PEER Commlttee releases reports to the Leglslature, Governor, Lleutenant
Governor, and agency examlned.

The Commlttee assigns top prlority to wrlitten requests from Indlvidual
leglslators and leglslative commlttees. The Commlttee also conslders PEER
staff proposals and wrltten requests from state offlclals and others.
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A REVIEW OF SELECTED AREAS OF OPERATION OF
THE GAUTIER UTILITY DISTRICT

EXECUTIVE SUMMARY

Background

On July 3, 1973, the Jackson County Board of
Supervisors adopted a resolution creating the Gautier
Utility District (GUD) as a combined water and sewer
utility and fire protection district pursuant to Chapter
831, Local and Private Laws of Mississippi, Regular
Session, 1966. Since this time GUD has completed
comprehensive system planning, obtained financing
for its infrastructure, and completed construction of
said infrastructure.

Analysis of Issuance of Bonds

Gautier Utility District financed design, acquisition,
and construction of its system with grants from the
federal Environmental Protection Agency (EPA), loans
(secured by bond issues) obtained through the federal
Farmers Home Administration (FHA), and a loan from
the Department of Natural Resources Bureau of Pollu-
tion Control. PEER analysis of newspaper articles
concerning the creation and operation of GUD shows
that district users are concerned that—(1) they had too
little input into the financing of the district; (2) the
district’'s debt obligations are excessive; (3) the
district's rates are too high in comparison to rates
formerly charged by privately owned water systems;
and (4) too few users are paying for the costs of the
system.

The Mississippi Supreme Court ruled in 1985 that
GUD had affordeddistrict residents an opportunity
to comment on plans to construct and finance the
water and sewage system with loans secured by
bonds.

The Clean Water Act of 1973 Pub. L. No. 92-500
required entities such as Gautier Utility District to com-
pile a “201 Facilities Plan” in order to receive grants
from the EPA for sewage control. GUD’s 1981 201
Facilities Plandescribed the type of system the district
planned to develop, detailed costs of acquiring and
constructing the system, and identified sources of
financing the system. After the district completed its
1981 201 Facilities Plan, it conducted a public hearing
to make the public aware of its intention. According to
minutes of the public hearing, eleven individuals at-
tended and only one person made any objectionto the

plan. (This individual questioned the validity of the
district’s zoning map and expressedconcern regarding
possible future levies of ad valorem taxes.)

Before the district could validate the bonds which
were to be used to secure the loans, residents of the
district filed a lawsuit on May 27, 1983, objecting to the
district’s creation and plans of financing the utility
system. On October 4, 1983, a final judgment in the
case was entered in the Jackson County Chancery
Court which validated the district's bond process and
dismissed the complaint of the objectors. The objec-
tors at this point perfected an appeal to the Mississippi
State Supreme Court. On February 27, 1985, the state
Supreme Court affirmed the lower court's decision in
the case of B. L. White et al v. Gautier Utility District of
Jackson County, Mississippi, et al 465 So.2d 1003
(Miss. 1985). The court ruled that GUD had acted
within the scope of its power in designing and develop-
ing plans to finance its utility system.

GUD'’s portion of the costs to acquire and con-
struct the utility system exceeded original esti-
mates by $5,707,233.

The district's 1981 201 Facilities Plan estimated
the system’s total capital requirements at $24,766,000,
with $11,616,000 provided by EPA grants (seventy-
five percent of funds needed forthe sewer portion of the
system as allowed by PL 92-500) and $13,150,000
provided by the district through loans from FHA. In
1983, the district updated its plan and determined that
GUD'’s share of the total costs would be $13,310,000.
The district plannedto finance these costs through two
loans from FHA, one for $7,800,000 and the other for
$5,510,000.

Once the lawsuit against the district had been
settled (see the previous finding), GUD began borrow-
ing its share of the system’s costs. Based on the total
funds obtained by the district for acquisition and con-
struction costs, PEER determined that the district bor-
rowed $5,707,233 more than the estimate contained in
GUD'’s 1983 updated 201 Facilities Plan ($19,017,233
minus $13,310,000). Accordingto GUD personneland
staff of Barth & Associates, the district's consulting
engineers, GUD’s portion of the system costs ex-
ceeded original estimates by $5,707,233 for three
primary reasons: (1) increased acquisition costs of
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privately owned utility systems; (2) system costs ex-
ceeding original estimates; and (3) the district’s choice
to acquire additional facilities.

FHA letters of condition for obtalning bond financ-
ing contain utility rates to be charged by Gautier
Utility District.

While planning this review, PEER staff reviewed
newspaper articles relative to the creation and opera-
tion of the Gautier Utility District. One common theme
among these articles was the belief of GUD users that
the district's rates are excessive. Based onthe amount
of debt the district had to incur to acquire and construct
its comprehensive system, the GUD Board of Commis-
sioners had no choice other thanto charge rates which
were higher than district users were accustomed to
paying. Eachtime jed for al m
the Farmers Home the GUD of
Commissioners had to agree to certain conditions.
One of the conditions was that the board would charge
the rates computed by FHA to ensure adequate funds
to operate the district and repay outstanding loans.
Therefore, higher rates became inevitable as long as
the district relied on borrowed funds to finance its goals
of a comprehensive system.

GUD has fewer customers than required by FHA to
generate enough revenue to operate and repay Its
debts.

As stated above, FHA required GUD to agree to
certain loan conditions; one condition to receiving fi-
nancing was the determination that the district should
serve 5,308 users in order to be financially stable. As
of September 1988, the district mails 3,753 bills to
users. (Some of these bills are to multi-unit locations
where one bill from GUD covers many or all units inthe
complex, park, or mall.) PEER determined that the
3,753 bills represent approximately 4,700 users ac-
cording to FHA standards. GUD staff members re-
ported to PEER that they anticipate an additional 500
users will be connected to the system in coming
months. These additions would give the district a total
of 5,200 users—108 users short of the number pro-
jected by FHA.

Recommendation

As demonstrated by the findings in this section,
Gautier Utility District users may have the perception
that the district was improperly and excessively fi-
nanced. User perception that the board made an

incorrect and/or improper decision appears to be
based on inadequate information. Therefore, begin-
ning with calendar year 1988, the district should pub-
lish an annual report providing a description of the
district's operations and the district’s financial condi-
tion. Inparticular, any factors which affect the district’s
user rates should be fully explained and disclosed. The
Board of Commissioners should release its annual re-
port at a public news conference. In addition, the board
should publish its annual financial statements in local
newspapers.

Compliance with Applicable State Laws

The local and private legislation which allowed the
creation of the Gautier Utility District characterizes the
district's board as a governing authority. As a result of
this characterization, various state laws including
public purchasing, conflict of interest, and open meet-
ings laws apply to the district.

GUD has failed to comply with CODE Section 31-7-
13, which requires two written competitive bids for
purchases between $500 and $2500.

MISS. CODE ANN. Section 31-7-1 et seq. (1972)
establishes public purchasing practices for state agen-
cies and governing authorities. In particular, Section
31-7-13 establishes bid requirements and exceptions.
PEER reviewed GUD's FY 1987 and FY 1988 purchas-
ing records to determine the district’s compliance with
these purchasing laws. This review showed that the
district has not complied with the requirement to obtain
two written competitive quotations for purchases be-
tween $500 and $2,500. In an effort to verify the
district's noncompliance with this requirement, PEER
reviewed eight randomly selected purchase transac-
tions completed by the district during FY 1988. None
of the purchasing records for these transactions con-
tained the required written quotes.

Due to the limited scope of this review, PEER did
not perform acomplete investigative audit to determine
the number and dollar amount of purchases made by
the district in violation of state purchasing laws.

GUD violated MISS. CODE ANN. Section 25-4-105
by purchasing office supplies from a supply com-
pany owned by a member of the GUD Board of
Commissioners.

According to GUD purchasing records for the period
October 7, 1987, through August 25, 1988, GUD made
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ases ing $6, from Gautier

y,an supply yownedbyam
of the GUD Board of Commissioners. Privilege tax
records on file at the Gautier City Hall show that Jim
Baker was owner of Gautier Office Supply during the
period reviewed by PEER. Mr. Baker served as a
member of the GUD Board of Commissioners from
June 3, 1987, through June 1988. During his tenure on
the board, Mr. Baker served as its chairman from

Augus June 1988. One nsi-
bilities asto signchecks the
district, some of which were made payable to his
supply company. By making pu esf busi-
ness owned by a board membe dist lated

the state’s coniflict of interest laws, particularly MISS.
CODE ANN. Section 25-4-105 (1972).

GUD has not entered on its minutes “the times and
places and the procedures by which all of its meet-
ings are to be held” as required by state law.

MISS. CODE ANN. Section 25-41-1 et seq. (1972)

board minutes for calendar year 1979 through Septem-
ber 1988. Based on this review, PEER conciudes that
the district has not formally adopted an open meetings
policy as required by law. However, the district
has informally adher the intent of state law by
establishing a regular meeting date and time. Based
on information provided by GUD staff, PEER deter-
mined that, in addition to its regular meetings, the GUD
Board of Commissioners conducts special meetingsto
discuss various aspects of the district operations. The
board has not established procedures by which these
meetings are to be held. According to the GUD office
manager, the Board of Commissioners conducted
twelve special meetings since July 1988.

The board’s lack of a written open meetings policy
which complies with state law gives the perception to
its users that the board conducts “secret” meetings and
circumvents public input and scrutiny of district opera-
tions.

Recommendations

1. The GUD Board of Commissioners should ensure
that the district fully complies with all state pur-
chasing laws and regulations.

2. The Attorney General's Office should review the
district's noncompliance with state purchasing
laws.

3. The GUD Board of Commissioners should imme-
diately discontinue making purchases from the
Gautier Office Supply and any othervendors which
may represent a conflict of interest situation for the
district.

4. The Executive Director of the PEER Committee
should refer the case of the district purchasing
from a company owned by a board member to the
Mississippi Ethics Commission for review.

5. The GUD Board of Commissioners should adopt
and document in its official minutes an open
meetings policy which complies with state law.

Analysis of Selected Areas of Operation

GUD’s billing procedures are not in compliance
with loan conditions established by the Farmers
Home Administration or the district’s rate ordi-
nance.

As previously stated, GUD has receivedfive loans
totaling $18,015,000 from the federal Farmers Home
Administration. During the processing cycle for each
loan, FHA provided GUD with a letter which estab-
lished certain conditions the district had to agree to
priorto receiving each loan. Two of the five FHA letters
received by GUD required the district to “keep in effect
arate schedule that will generate sufficient revenue to
operate and maintain the system, retire debts on
schedule, meet reserve requirements, and cover other
expenses.”

Failure to Bill a Commercial Rate - PEER determined
that GUD does not bill any users at the commercial
rate; instead commercial users are billed at the resi-
dentialrate. GUD staff reported to PEER that the board
has not developed any criteria for classifying a user as
commercial (i.e., type of business, meter size). There-
fore, district staff cannot determine how many com-
mercial users exist in the district. PEER concludesthat
the district deprives itself of $14,423 annually by failing
to bill commercial users at a commercial rate.

Failure to Bill Trailer Parks Properly - PEER deter-
mined that the district’s practices for billing trailer parks
is not consistent with the letters of condition written by
the Farmers Home Administration. The FHA letters
state that the district should bill owners of trailer parks
based onthe number of unitsinthe parks. The district’s
current rate ordinance states that GUD will bill owners
based on the number of occupied units in a park or
facility. PEER concludes that the district deprives itself
of approximately $17,033 annually by failing to bill
trailer parks according to the FHA’s method.
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Failure to Charge Fire Protection Fee Properly - In
addition to water and sewer charges, GUD also
charges its users a monthly fee of $2.10 for fire protec-
tion coverage. The district's most recent rate ordi-
nance states that each user, including each unit in
trailer parks, mobile homes and multiple housing facili-
ties, shall pay the monthly fire protectionfee. PEER de-
termined that the district does not assess the monthly
fire protection fee to each apartment and trailer park
unitonthe system. Currently, GUD collects the fire pro-
tectionfee only for occupied apartment and trailer park
units. As a result, the district deprives itself of $736 per
year by failing to comply with its own rate ordinance.

GUD has been lax In enforcing its delinquency
policy, resulting in over $41,000 In uncollected
bills as of September 23, 1988.

The district’s “Application for Water and/or Sewer
Services” states that the GUD may discontinue serv-
ices to users who fail to pay their bill within fifteen days
of the due date. As of September 23, 1888, GUD had
513 delinquent accounts (fourteen percent of all user
accounts) representing $41,109 in unpaid bills.

The Gautier Utility District faces a potential cash
flow problem.

In accordance with Farmers Home Administration
loan conditions, the district's financial records are
audited annually. The district’s audited financial state-
ments are in accordance with generally accepted au-
diting standards on an accrual basis. PEER reviewed
the district's FY 1987 financial statements and deter-
mined that GUD ended the fiscal year with a retained
earnings deficit of $514,410. The statements show
that the district has accumulated a retained earnings
deficit of $741,119 since the beginning of the district.
The district’s continuing debt obligations and leve! of
system users indicate that the district may have finan-
cial difficulties in the future without corrective action
being taken by the Board of Commissioners.

The district’s day-to-day management responsi-
bilities are decentralized.

The GUD Board of Commissioners has three staff
members of equal authority who report directly to the
board—the office manager, the fire department chief,
and the maintenance/operation supervisor. All of
these positions have day-to-day financial manage-
ment and operational responsibilities. In interviews
with PEER, GUD staff stated that individual board

members also become involved in the district’s day-
to-day activities.

Recommendations

1. The GUD Board of Commissioners should estab-
lish criteria for classifying commercial users and
begin assessing the correct rate to such users.

2. GUD should adhere to Farmers Home
Administration’s method of billing trailer park
units. The district also should bill apartment
complexes in the same way FHA requires trailer
parks to be billed.

3. The Board of Commissioners should ensure that
the district complies with its own rate ordinance
and bill fire protection charges to all units of trailer
parks and apartment complexes.

4. The Board of Commissioners should ensure that
the district completely and consistently adheres to
its policies regarding users who are delinquent in
paying amounts owed to the district. In addition,
individual board members should refrain from in-
tervening in selected cases of users who are
delinquent.

5. Inorderto accurately assess its financial position,
the district should project its revenues and expen-
ditures forfuture years on both a cash and accrual
basis. These projections should be compared to
actual performance on a routine basis so that any
necessary corrective action can be developed
and implemented.

6. Thedistrict’s Board of Commissioners should con-
sider the following steps to ensure a positive cash
tlow for the district in future years.

a. Increase its user base while holding steady or
reducing operating costs.

b. Increase its user revenue (customer base) ata
rate faster than increases in operating costs.

c. Enact taxes or assessments as authorized in
HB1293.

d. Increase user utility rates.

7. The Board of Commissioners should function as a
policy-making board and delegate administrative/
operational responsibilities of the district to a
general manager or a single commissioner.



For More Information or Clarificatlon, Contact:

John W. Turcotte, Executive Director
PEER Committee
Central High Legislative Services Building
Post Office Box 1204
Jackson, Mississippi 39215-1204
Telephone: (601) 359-1226
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A REVIEW OF SELECTED AREAS OF OPERATION OF THE
GAUTIER UTILITY DISTRICT

INTRODUCT ION

Author ity
At its meeting on August 11, 1988, the PEER Committee authorlzed a
review of selected areas of operatlon of the Gautier Utility District (GUD)
in Jackson County, Mississlppl, In response to a legislative request. The

committee acted in accordance with MISS. CODE ANN. Section 5-3-57 (1972).
Scope

This report has three primary objectives: (1) to analyze GUD's
issuance of bonds; (2) to determlne GUD's compliance with applicable state

laws, partlcularly those relating to purchasing and open meetings; and, (3)
to assess selected areas of GUD's financlial management procedures.

Methodology

In conducting this revlew, PEER performed the following tasks:
1. Reviewed the legal status of the utility district;

2. Reviewed audited financial statements of the utility district for
fiscal years 1984 through 1988;

3. Interviewed the Chairman of the Gautier Utility District Board of
Commissioners and board staff;

4. Interviewed staff of Barth & Assoclates, GUD's consulting
engineer;
5. Interviewed staff of the Department of Natural Resources Bureau of

Pollution Control;

6. Interviewed staff of the Mississippl office of the federal Farmers
Home Administration;

7. Reviewed and analyzed GUD financial and operational records and
documents, including the district's 201 Facilitles Plans; and,

8. Reviewed newspaper articles relative to the district.

Background of the District

Oon July 3, 1973, the Jackson County Board of Supervisors adopted a
resolutlon creating the Gautier Utility District (GUD) as a combined water
and sewer utility and fire protection district pursuant to Chapter 831,
Local and Private Laws of Mississlppl, Regular Sesslon, 1966. Since thls



time GUD has completed comprehenslve system planning, obtalned financling
for its infrastructure, and completed constructlon of said Infrastructure.
Exhibit 2, page 3, presents the background relative to the creation of the

district.

Administration of the District

Prior to July 1, 1988, a three-member Board of Commissioners
appolinted by the Jackson County Board of Supervisors governed the utiilty
district. During the 1987 sesslon, the Legislature passed House Bill 1376,
local and private leglislation which created a flve-member Board of
Commissioners to be elected dlrectly by the citizenry. Current members of
the district’s board of commissloners are |listed in Exhibit 1 below. The
board has a support staff of fourteen employees. Refer to Exhiblt 3, page
4, for an illustration of the district’s organizational structure. Sewer
and water operations are admlnistered from a central facility, while fire
protectlon services are provided by three fire stations located throughout
GUD's service area. Exhiblt 4, page 5, presents the district’s FY 1989

operating budget.

EXHIBIT 1

GAUTIER UTILITY DISTRICT BOARD OF COMMISSIONERS
AS OF NOVEMBER 1, 1988

Name Occupation

Lucien Beausoleil, Chalrman Engineer-Ingalls Shipyard
Kenneth Peden Semi-retired/Antique business
Don Hansford Chevron Refinery Employee
George Blazick Englneer-Iingalls Shipyard

Sam Well Engineer-Dept. of Navy

SOURCE: GUD offlice manager.




EXHIBIT 2
CHRONOLOGY OF THE GAUTIER UTILITY DISTRICT

1966 —Muississippi Legislature passes Senate Bill No.
2251 setting forth a scheme for the incorpora-
tion of water, sewer, gas, utility and fire
protection districts in Jackson County, Missis-

sippi.

1972—Congress passes PL 92-500—"Clean Water
Act” (refer to Appendix).

1973—Jackson County Board of Supervisors creates
the Gautier Utility District as a combined water
and sewer utility and fire protection district
within Jackson County, and appoints three
commissioners to organize the district.

1974-77—GUD develops its “201 Facilities Plan” in
response to PL 92-500. The plan proposes
that GUD develop a comprehensive sewer
and waterdistrict. The plan also details cost
projections and proposes financing the sys-
tem by means of Environmental Protection
Agency (EPA) grants and Farmers Home
Administration (FHA) loans.

1981—GUD holds the final public hearing on its “201
Facilities Plan.” No valid objections are raised;
therefore, the Jackson County Board of Super-
visors and the GUD Board of Commissioners
passed resolutions to adopt and implement the
plan.

1982—GUD requests initial bond of $7,800,000 for
construction and acquisition of water and sewer
system.

1983—Objectors file suit in chancery court to deny
issuance of a bond by the district. Court up-

SOURCE: Compiled by PEER staff.

holds the bond validation and objectors
perfect an appeal to the Mississippi Supreme
Court.

1985—Supreme Courtrenders adecision affirmingthe
bond validation.

GUD requests other initial bond of $5,250,000
for construction and acquisition of water and
sewer system.

1986—GUD requests additional bond of $2,350,000 to
finance the accelerated cost of obtaining pri-
vate utilities via eminent domain in county court
of Jackson County.

GUD receives $1,002,233 interest-free loan
from the Department of Natural Resources
Bureau of Pollution Control to assist in
financing utility system costs.

Construction of the GUD system begins. GUD
Board of Commissioners passes a resolution
adopting the water and sewer rates recom-
mended by the FHA in its letters of condition.

1987—GUD requests additional bonds of $1,950,000
and $665,000 to finance the acquisition of ad-
ditional private utilities, construction of addi-
tional water and sewer facilities, and construc-
tion of three fire stations and purchase of fire
trucks.

1988—Construction of GUD water and sewer system
is completed.

GUD elects new commissioners pursuant to
HB 1376.



EXHIBIT 3

GAUTIER UTILITY DISTRICT ORGANIZATION CHART

(as of November 29, 1988)

five member
BOARD OF
COMMISSIONERS
elected by residents of
the district
OFFICE ADMINISTRATION FIRE DEPARTMENT
MANAGER CHIEF
volunteer
staff
SECRETARY
(accounts payable& CASHIER CLERK
payroll)
CASHIER CLERK
BOOKKEEPER  BILLING
BILLING
METER
READER
METER
READER

* Subject to change because of discussions between GUD and the City of Gautier to share fire

SOURCE: Compiled by PEER staff based on data obtained from GUD staff

*

MAINTENANCE &
OPERATION

SUPERVISOR

MAINTENANCE
worker

WATER/SEWER MAINS
worker

worker WATER WELL/LIFT STATION

supervisor

helper

protection responsibilities



EXHIBIT 4

GAUTIER UTILITY DISTRICT BUDGET
(OCTOBER 1, 1988 THROUGH SERYEMBER 30, 1989)

REVENUES :

Taxes: 8 mll! $ 280,000

Operating Revenue:
Metered sales H 1,222,480
Fire protection charge 114,088
Service connectfon charges 18,000
Sewer charges 1,234,480
Other income 2,000
2,591,048

Non-operat ing Revenue:

Interest 45,000
Rents 1,800
Sales of property 10,000

56,800

Other Revenue:
Sewer Inspectlon fees 2,000

$2,929,848

EXPENSES:

Uti!ity Administration:

Personal services $ 165,915
Suppliles 3,550
Contractual 70,620
Capital 4,305
Debt transfer 1,239,482
Transfer 295, 800

1,779,672

Utility Fleld Services:

Personal servlices 155,740
Supp!lles 63,740
Contractual 559,762
Capltal 283,079
1,078,321

*

Fire Department :
Personal services 5,315
Supplies 22,700
Contractual 41,340
Capltal 2,500
71,855
$2,929,848

SOURCE: Complled by PEER staff based on GUD's 1988-89 adopted budget.

*
These amounts are subJect to change because of discussions between GUD and
the Clity of Gautler to shareuflre protection responsibl!itles.
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ANALYSI|S OF ISSUANCE OF BONDS

Gautler Utitlty District financed design, acqulsition, and
construction of Its system wlth grants from the federal Environmental
Protection Agency (EPA), loans (secured by bond Issues) obtalned through
the federal Farmers Home Administration (FHA), and a loan from the
Department of Natural Resources Bureau of Pollutlon Control. PEER analysis
of newspaper articles concerning the creatlon and operation of GUD show
that district users are concerned that--(1) they had too little input into
the financing of the district; (2) the district’'s debt obligations are
excessive; (3) the district’s rates are too high In comparison to rates
former ly charged by privately owned water systems; and (4) too few users
are paylng for the costs of the system.

The MIssissippi Supreme Court ruled In 1985 that GUD had afforded district
residents an opportunlty to comment on plans to construct and finance the
water and sewage system with loans secured by bonds.

As explained In the Appendlx, page 21, Clean Water Act of 1973 Pub. L.
No. 92-500 requlred entlitles such as Gautier Utillty District to complle a
"201 Faclillties Plan" In order to recelve grants from the EPA for sewage
control. GUD's 1981 20t Faclilities Plan descrlibed the type of system the
district planned to develop, detalled costs of acqulring and constructing
the system, and identified sources of flnanclng the system. After the
district completed its 1981 201 Faclilitles Plan, It conducted a public
hear ing to make the public aware of Its Intentlon. The district published
notiflcation of the publilc hearing three times In Junhe and July 1981 in the
Misslssippl Press Register. The district held the hearing on July 20,
1981, at the Jackson County campus of Gulf Coast Junlor College. According
to minutes of the public hearlng, eleven Individuals attended and only one
person made any objJection to the plan. (This Individual questioned the
validity of the district’s zoning map and expressed cohcern regarding
possible future levies of ad valorem taxes.) The minutes reflect that the
district did not recelve any written statements from interested citlzens
prior to or at the public hearing. 1In 1983, the district updated Its Plan
and determlned that GUD's share of the total costs of the system would be
provided through two loans (secured by bonds) from the Farmers Home
Adminlistration.

Before the district could validate the bonds which were to be used to
secure the loans, residents of the district filed a lawsult on May 27,
1983, objecting to the district’s creatlon and plans of financing the
utility system. On October 4, 1983, a flnal judgment In the case was
entered In the Jackson County Chancery Court which validated the district’s
bond process and dlismissed the complaint of the objectors. The objectors
at this polnt perfected an appeal to the MIssissippl State Supreme Court.
On February 27, 1985, the state Supreme Court affirmed the lower court’'s
decision 1In the case of B. L. White et al v. Gautier UtillIty District of
Jackson County, Mississlppi, et al 465 So.2d 1003 (MIss. 1985). The court
ruled that GUD had acted within the scope of |Its power In deslghing and
developing plans to finance Its utllity system. The court also made the
following comments with regard to due process privileges of citlzens.
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.the decision to undertake substantial public
improvements and to finance same via a bond [ssue are
matters generally legislative. Our law secures to
individuals no access to a judicial forum to thwart such
actions except when they contravene the authority of the
legislative body, and, accordingly, nothing In the due
process guarantee of our constijtution affords any
citizen the right to reasonable advance notice and the
opportunity to be heard before such legi/slative act/ons
may be taken.

The citizen has a due process right to challenge the
accuracy and proportionality of the assessment and
taxation of his property. He has a simllar right of
access to a judicltal forum to present with respect to
the bond [ssue any objection based on princi/ple as
distingulshed from policy, and there to raise the
question of whether the political subdivision has
exceeded the substantive Ilimitations upon its
legislative power. So long as the ci/tizen has been
afforded these rights, the district may proceed with
such projfects as are consistent with the governing
board’s perception of the public need and finance such
pbrojects [n any manner allowed by law.

GUD's portion of the costs to acquire and construct the utility system
exceeded original estimates by $5.707.233.

GUD's portlon of the system costs exceeded original estimates by
$5,707,233 for three primary reasons: (1) increased acquisition costs of
privately owned water systems; (2) system costs exceeding original
estimates; and (3) the district’'s cholce to acquire and construct
additional facilities.

The district’s 1981 201 Facllltles Plan estimated the system’s total
capltal requirements at $24,766,000, with $11,616,000 provided by EPA
grants (seventy-five percent of funds needed for the sewer portion of the
system as allowed by PL 92-500) and $13,150,000 provided by the district
through loans from FHA. In 1983, the district updated its plan and
determined that GUD's share of the total costs would be $13,310,000. The
district planned to finance these costs through two loans from FHA, one for
$7,800,000 and the other for $5,510,000.

Once the lawsuit against the district had been settled (see the
previous finding), GUD began borrowlhg Its share of the system’s costs.
Exhibit 5, page 8, Is a schedule of all bonds and loans obtained by the
district to acquire and construct the utlility system.

Based on the total funds obtalned by the district for acquisition and
construction costs, PEER determined that the district borrowed $5,707,233
more than the estlmate contalned in GUD's 1983 updated 201 Facillties Plan
($19,017,233 mlinus $13,310,000). According to GUD personnel and staff of
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EXHIBIT 5

GAUTIER UTILITY DISTRICT BONDS AND LOANS OBTAINED TO
FINANCE THE DISTRICT'S PORTION OF THE SYSTEM'S COST

Bond Issue Date Made Term Interest Rate Monthly Installments Purpose

$ 7,800,000 08/28/85 35 yrs 8.625% $ 59,976 Original estimate to acquire private
water and sewer systems and
construct sewer interceptors, water
supply, and water distribution
systems

1,002,233* 1986 10 yrs 0.000% 4,178 To help finance original cost
estimate overruns

5,250,000 12/18/86 35 yrs 6.875% 33,854 Original estimate to construct sewer
interceptors, sewage collection
facilities, water storage, and water
distribution system improvements

2,350,000 06/26/87 35 yrs 6.500% 14,550 To provide additional funds for
acquisition of private utilities via
eminent domain court

665,000 09/10/87 20 yrs 6.500% 5,030 To construct three fire stations and
to purchase two fire trucks (i.e.,
cost estimate overrun)

1,950,000 09/18/87 35 yrs 6.500% 12,074 To construct sewage collection and
water distribution facilities (i.e.,
cost estimate overrun) and to
acquire additional private utilities

$19,017,233 $129,660
*This represents an interest-free loan GUD received from the Department of Natural Resources Bureau of Pollution
Control. PL 92-500 allowed states to assist local entities with their portion of costs through grants or loans.

SOURCE: Compiled by PEER staff based on GUD audit reports and consulting engineer's reports



Barth & Associates, the district’s consulting engineers, the district
borrowed more money than orginally estimated for the following reasons:

1. Increased acauisltion costs of privately owned utility systems—-During
the period that the Jackson County Chancery Court tawsult (B. L. White
et al v. Gautler Utlllity Dlilstrict et al) was on appeal to the

Mlississippi Supreme Court, an Investor, Glenn Kelly Johnson, beganh
acquiring prilvately owned water systems which GUD needed to eventually
acquire to have a comprehensive water and sewerage system. When the
Supreme Court rendered Its decislon and GUD had funds to begin
acquiring privately owned systems, the new owner of the system offered
to sell the systems at a price higher than the Initial appraised value,
as determined by GUD's consulting englneer. Negotlations for the
purchase of these systems were handled and settled In emlinent domain
court. The final sellilng price of the systems was hligher than the
consulting englneers’ orlglnal cost estimate for acquiring the systems.
Therefore, the district had to borrow additional funds to acquire the
systems.

2. Construction Costs Exceeded Origlnal Estimates—--According to the
district’'s consulting englineers, costs for constructing the system
exceeded the orlginal estimates contalned In the 1981 and 1983 201
Faclllties Plan. Delay In beglinning constructlon, because of the
objectlon to the bond validation, was a contrlbuting factor to cost
estimate overruns.

3. Acqulsition of Additional Facllities—-The district chose to acquire
additional privately owned water and sewer systems (i.e., the Singing
Rliver Mall system). Accordling to the englneers, costs of thls
additlonal system were not included In the origlnal cost estimates;
therefore, the dlstrict had to borrow additional funds for its system.
The board based its decislion to obtain flnancling for addltional
facillties on the consultlng engineer’'s conclusion that the district
was financially capable of bearing additlional debt under its present
rate structure.

FHA letters of condltion for obtaining bond flnancing contain ut!!lity rates
to be char d by Gautler Utlllt District.

While planning this review, PEER staff reviewed newspaper articles
relative to the creation and operation of the Gautier Utillty District.
One common theme among these articles was the bellef of GUD users that the
district’'s rates are excesslve. |In interviews wlth PEER, GUD staff stated
most monthly water/sewer bills In the district average between $40 and $80.
Many GUD users were accustomed to bllls ranging between $10 and $20 under
previous water systems. These Individual systems utlllzed various methods
to calculate a user’'s bill. When GUD began consolldating the systems and
started charglng for water and sewer services based on consumptlon, users
became concerned and felt the rates were excessive.

Based on the amount of debt the dlstrict had to incur to acquire and
construct its comprehenslve system, the GUD Board of Commissioners had nho
choice other than to charge rates which were higher than district users
were accustomed to paying. Each time the district applied for a loan from
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the Farmers Home Administration, the GUD Board of Commlssioners had to
agree to certaln conditlons. One of the conditions was that the board
would charge the rates computed by FHA to ensure adequate funds to operate
the district and repay outstanding loans. Therefore, higher rates became
inevitable as long as the district relled on borrowed funds to finance its
goals of a comprehensive system.

GUD has fewer customers than requlred by FHA to generate enough revenue to
operate and repay its debts.

As stated above, FHA required GUD to agree to certain loan conditions;
one condition to receiving financlng was the determination that the
district should serve 5,308 users In order to be financially stable.
According to the representative In its Gulfport office, the FHA based this
user requirement on the dlistrict’'s 201 Facilities Plan projections. The
FHA also used this user requirement to determline rates suffliclent to cover
the district's operating and debt expenses. According to the consulting
engineer, user figures contalned In the district’s 201 plan were obtalned
by making physical counts of homes, apartments, trailers, and businesses in
the district and then by making projJections based on county populatlon
growth figures.

As of September 1988, the district mails 3,753 bills to users. (Some
of these billls are to multi-unit locations where one blll from GUD covers
many or all units in the complex, park, or mall.) PEER determined that the
3,753 bills represent approximately 4,700 users according to FHA standards.
GUD staff members reported to PEER that they anticipate an addltional 500
users will be connected to the system In coming months. These additions
would give the district a total of 56,200 users--108 users short of the
number projected by FHA.

As the Gautier area grows, GUD anticipates connecting other customers
to Its system. (Pursuant to a 1986 Resolution by the Jackson County Board
of Supervisors, all new construction within the district is required to be
connected to the GUD system,. The resolution also prohibits the
construction of private potable water wells and septic tanks.) These
additions should allow the district to exceed the 5,308 required users
projected by the FHA. GUD staff members also anticipate that the location
of the Navy'’'s new home port In the Jackson County area will Increase the
number of users on the system.

Recommendat lon

As demonstrated by the flndings In thls section, Gautier Utllity
District users may have the perception that the district was Improperly and
excessively financed. User perception that the board made an incorrect
and/or Improper decislon appears to be based on inadequate Informatlion.
Therefore, beginning with calendar year 1988, the district should publish
an annual report providing a descriptlion of the dlstrict’'s operations and
the district’'s financlal conditlon. In particular, any factors which
affect the district's user rates should be fully explalned and dlisclosed.
The Board of Commissioners should release [ts annual report at a public
news conference. In addition, the board should publish Its annual
flnanclal statements in local newspapers.

-10-



COMPLIANCE WITH APPLICABLE STATE LAWS

The local and private legislatlon which allowed the creatlion of the
Gautier Utillty District characterlzes the district’'s board as a governing
authority. As a result of thls characterization, various state laws
including public purchasing, conflict of Interest, and open meetings laws
apply to the district.

Purchaslina Laws

GUD has failed to comply with CODE Sectlon 31-7-13, which reauires two
written competitive bids for purchases between $500 and $2500.

MISS. CODE ANN. Sectlion 31-7-1 et seq. (1972) establishes public
purchasing practlices for state agenclies and governing authorities. In
particular, Sectlon 31-7-13 establlishes bld requlrements and exceptions.
PEER reviewed GUD's FY 1987 and FY 1988 purchasling records to determine the
district’s compliance with these purchasing laws. Thls review showed that
the district has not complied with the following portion of Sectlon 31-7-
13.

(b) Purchases which do not Involve an expenditure of
more than Two Thousand Five Hundred Dollars ($2500.00)
may be made from the lowest and best bldder without
publ ishing or posting advertisement for bids, provided
at least two (2) competitive written bids have been
obtalned. The term “competitive written bid” shall mean
a bid submitted on a bid form furnished by the buylng
agency or governing authority and signed by author/zed
personnel representing the vendor, or a bid submitted on
a vendor's letterhead or Identiflable bid form and
s/gned by authorized personnel representing the vendor.

NOTE: Section 31-7-13 allows purchases for less than
$500 to be made wlthout advertising or
competlitive bids.

GUD employees stated that they were not aware of state law requiring
two written competitlive quotations for purchases between $500 and $2,500.
In anh effort to verlfy the district’s noncompllance with these
requirements, PEER revliewed elght randomly selected purchase transactions
completed by the district during FY 1988. (See Exhibit 6, page 12, for a
listing of these transactions.) None of the purchasing records for these
transactions contalned the required written quotes. The district’'s
maintenance engineer told PEER that he occasionally attempted to obtain
telephone quotes from varlious vendors prior to making a purchase. However,
PEER could not locate any documentation for these occasional attempts.

Due to the limited scope of thls review, PEER did not perform a

complete investigative audlt to determine the number and dollar amount of
purchases made by the district in violation of state purchasing laws.
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EXHIBII 6

EXAMPLES OF GUD PURCHASES IN NONCOMPLIANCE WITH SECTION 31-7-13

Date Vendor Amount of Purchase
07/16/87 Davls Water & Waste Industries $1,532.25
04/11/88 Forestry Supplies, Inc. 700.00
04/20/88 Amfac Pipe & Supply 529.35
05/16/88 Water Products 1,648.51
05/27/88 Forestry Supplies, Inc. 1,006.45
08/09/88 Water Products 1,364.73
08/09/88 Water Products 1,037.96
08/25/88 Water Products 1,518.59

NOTE: Al!l of these purchases violated Section 31-7-13
because GUD did not have documentation to prove that
district staff had obtained two competitive quotes.

SOURCE: GUD files.

Confllict of Interest Laws

GUD violated MISS CODE ANN. Sectlion 25-4-105 by purchasing offlce supplies
from a supply y owned by a member of the GUD Board of Commissioners.

According to GUD purchasing records, for the period October 7, 1987,
through August 25, 1988, GUD made purchases totaling $6,845.96 from Gautler
Office Supply, an office supply company owned by a member of the GUD Board
of Commlssioners. Privilege tax records on file at the Gautler City Hall
show that Jim Baker was owner of Gautler Offlce Supply durlng the period
reviewed by PEER. Mr. Baker served as a member of the GUD Board of
Commissioners from June 3, 1987, through June 1988. During his tenure on
the board, Mr. Baker served as its chairman from August 1987 through June
1988. One of his responsibilities as chalrman was to signh checks on behalf
of the district, some of which were made payable to his supply company.

By making purchases from a business owned by a board member, the
district violated MISS. CODE ANN. Section 25-4-105 (1972), which states:

(2) No public servant shall:

(a) Be a contractor, subcontractor or vendor with
the governmental entity of which he (s a member,
other than In hls contract of employment, or
have a materi/al flnancial interest in any
business which Is a contractor, subcontractor or
vendor with the governmental entity of which he
/s a member .
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(4) Be Interested, directly or [Indirectly, during
the term for which he shall have been chosen, or
within one (1) year after the expiration of such
term, In any contract with the state, or any
district, county, city or town thereof,
authorized by any law passed or order made by
any board of which he may be or may have been a
member .

Open Meetinas Laws

GUD has not entered on Its minutes "the times and places and the procedures
by which all of its meetlinas are to be held" as reaqulred by state law.

MISS. CODE ANN. Section 25-41-1 et seq. (1972) prescribes procedures
for the conduct of public meetings. 1In partlcular, Sectlons 25-41-5 and
25-41-13, respectlively, require the following.

All official meetings of any public body, unless
otherwise provided (n thils chapter or In the
Constitutions of the United States of America or the
State of Mississippl, are declared to be public meetlngs
and shall be open to the public at all times unless
declared an executive sess/on as provided in section 25-
41-7.

Any public body, other than a legislative committee,
which does not have statutory provisions prescribing the
t/mes and places and the procedures by which Its
meetings are to be held shall, at Its first regular or
special meeting after the effective date of this chapter
spread upon Its minutes the times and places and the
procedures by which all of Its meetings are to be held.

In an attempt to verlfy the dlstrilict’s compliance with these
provislons, PEER reviewed the district’s board minutes for calendar year
1979 through September 1988. Based on this review, PEER concludes that the
district has not formally adopted an openh meetlings policy as required by
state law. However, the district has informally adhered to the intent of
state law by establlshing a regular meeting date and time. (The district’s
citizen-elected board has conducted flve reguliar meetings since June 1988.)
PEER determined that notices of the board’s regular meetings are published
In the calendar of events section of three Gulf Coast newspapers, The
Gautler Independent, The Sun Herald and The Misslissippl Press Register.

Based on Informatlon provided by GUD staff, PEER determined that, in
addition to Its regular meetings, the GUD Board of Commissioners conducts
special meetings to dlscuss various aspects of the district operations.
The board has not established procedures by which these meetings are to be
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held. According to the GUD office manager, the Board of Commissloners has
conducted twelve special meetings since July 1988.

The board‘'s lack of a written open meetings pollcy which complles with
state law glves the perceptlon to Its users that the board conducts
"secret" meetlngs and clrcumvents publlc Input and scrutlny of district
operations.

Recommendat lons

1. The GUD Board of Commissloners should ensure that the district fully
complles with all state purchasing laws and regulations. The board
should request the Governor'’'s Office of General Services Bureau of
Purchasing to provide technical assistance to ensure that district
staff are properly tralned in the area of public purchasing.

2. The Attorney General's Offlce should review the district’'s
noncomp | iance with state purchasing laws.

3. The GUD Board of Commlissloners should Immediately discontlnue making
purchases from Gautlier Offlce Supply and any other vendors which may
represent a confllct of Interest situatlion for the district.

4, The Executlve Dlrector of the PEER Commlttee should refer the case of
the district purchasing from a company owned by a board member to the
Mississippl Ethlcs Commisslon for review.

5. The GUD Board of Commissioners should adopt and document In Its
offlclal minutes an open meetings policy which complles wilth state
law. Notificatlon of all meetings, regufar and speclal, should be
published In area newspapers.
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ANALYSIS OF SELECTED AREAS OF OPERATION

GUD’s bllling procedures are not In compliance with loan conditions
established by the Farmers Home Admlinlstration or the district’'s rate
ordlnance.

As previously stated, GUD has recelved five loans totaling $18,015,000
from the federal Farmers Home Administration. During the processing cycle
for each loan, FHA provided GUD wlith a letter which establlished certaln
conditions the dlstrict had to agree to prlor to receiving each loan. Two
of the five FHA letters recelved by GUD contalned the following statement
relative to water, sewage, and flre protection rates.

It is your responsibllity to keep In effect a rate
schedule that will generate sufficlient revenue to
operate and maintalin the system, retire debts on
schedule, meet reserve requlrements, and cover other
expenses.

With the exception of the letter relative to the $665,000 loan to
construct flre statlons, each letter written by FHA detalled the rates the
district should charge for water and sewage services. PEER determined that
the dlistrict does not comply with the rates stlpulated by FHA and approved
by the Board of Commlssloners.

Failure to Bill a Commercial Rate

GUD‘s most recent rate ordinance (dated November 16, 1987) contalns

established billling rates for resldentlal, commercial, and trailer
parks/moblle homes/multiple housing faclllties. PEER determined that GUD
does not blill any users at the commerclal rate; instead, commercial users

are billed at the residentlal rate. GUD staff reported to PEER that the
board has not developed criteria for classifying a user as commercial
(i.e., type of business, meter slze). Therefore, district staff cannot
determine how many commerclal users exlst In the dlistrict.

PEER concludes that the district deprives itself of potential revenue

by failing to bill commerclal users at a commercial rate. According to
projections made by the FHA durlng Its consideratlon of GUD loan requests,
the district should have approxlimately 119 commerclal users. If each of

these users consumes at least 10,000 gallons of water per month at the
commerclal rate given in the district’s rate ordinance, the district
deprives itself of $14,423 per year by falllng to charge a commercial rate.

Failure to Bill Traller Parks Properly
GUD's rate ordinance also contalns established bliling rates for
trailer parks/mobile homes/multiple housing facilities. PEER determined
that the district’'s practices for bllllng trailer parks is not consistent
with the letters of condition written by the Farmers Home Administration.
The FHA letters state that the district should bill owners of trailer parks

based on the number of units In the parks. The district’s current rate
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ordinance states that GUD wlll blll owners based on the number of occupled
units in a park or facility.

PEER concludes that the district deprlives Itself of potential revenue
by failing to blll trailer parks according to the FHA's method. According
to GUD staff, the district currently has 323 trailer units connected to its
system. |f the district billed each of these units according to FHA's
method, the annual revenues from traller unlts (assuming an average
consumpt lon of 6,000 gallons) would amount to $143,412. Based on GUD's

current method of bllling trailer units, the district would receive
approximately $126,379.20. Therefore, the district deprives itself of
$17,032.80 per year by failing to adhere to FHA’s method for billing

trailer units.

Failure to Charge Fire Protection Fee Properly

In addition to water and sewer charges, GUD also charges its users a
monthly fee of $2.10 for flre protectlon coverage. The fire protection fee
was addressed In the FHA's letter of condltlon when GUD applied for a
$665,000 loan to construct fire statlons for the district. The district’'s
most recent rate ordinance states that each user, including each unlit In
trailer parks, moblile homes and multiple housing facilltles, shall pay the
monthly fire protection fee.

PEER determined that the distrlict does not assess the monthly fire
protection fee to each apartment and traller park unit on the system.
Currently, GUD collects the flre protection fee only for occupled apartment
and trailer park units. According to district records, as of October 1,
1988, GUD had an average of twelve apartment unlts and seventeen trailer
units which were unoccupied on a monthly basls and not charged the monthly
fee. As a result, the district reduces Its revenues by $736 per year by
faillng to comply with its own rate ordinance.

GUD has been lax In enforclng Its deilnquency pollcy, resulting In over
$41,000 in uncollected bills as of September 23, 1988.

The district’s "Applicatlon for Water and/or Sewer Services" states
the followlng with regard to timely payment of charges owed to the
district.

In the event applicant falls or refuses to pay the
monthly water and/or sewer bill, as provided, within 15
days after the same becomes due, the company may at its
election terminate thls contract and applicant shall
have no further right to use sald water and/or sewer
service.

As of September 23, 1988, GUD had 513 del inquent accounts (fourteen

percent of all user accounts), representing $41,109 in unpald bills.
Exhibit 7, page 17, provides detalls of the delinquent accounts.
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EXHIBIT 7

GUD DEL INQUENT ACCOUNTS AS OF SEPTEMBER 23, 1988

30 days 60 days 90 days 120+ days

Number of Accounts 238 109 66 100
$ Uncollected $17,171 $4,652 $2,472 $16,814

SOURCE: PEER analysls of GUD records.

In Interviews with PEER, GUD staff stated that the district did not
terminate service to dellnquent users In Aprill through September of 1988
because of the district’s conversion to a new computer blllIing system. GUD
staff also reported that durlng August 1988 the district placed written
reminders on thgq doors of users with "high" bllls reminding them to pay.
The district reportedly repeated thils process In September 1988 wlth
emphasls placed on users who were two or more months dellnquent. In
October 1988, the new computer system became functlonal and the district
began terminating service to dellnquent users who had not made arrangements
to pay.

In addlitlon to falllng to comply with Its written dellnquency pollcy,
the district showed lenlency In demanding payment from some dellnquent
users when GUD board members and other government offlclals Intervened on
their behaif.

The Gautler UtllIty District faces a potentlal cash flow problem.

In accordance with Farmers Home Adminlistration loan condltlons, the
district’s flnanclal records are audlted annually. The dlistrict’s audlted
financlal statements are In accordance wlth generally accepted audlting
standards on an accrual basls. PEER reviewed the district’s FY 1987
flnanclal statements and determined that GUD ended the flscal year wlith a
retalned earnings deflclt of $514,410. The statements show that the
district has accumulated a retalned earnings deflclt of $741,119 since the
beginning of the district. GUD’'s adopted 1988-89 budget shows revenues of
$2,929,848 balancing with expendltures.

As wlth any ongolng concern, It Is Important that GUD have enough cash
to pay Its monthly bllls (l.e., operating costs and debt obllgations). The
district’s consulting englneer firm, In a preliminary feaslblllty study,
reported that the district should have enough cash to meet Its monthly
obllgatlions and malntaln a surplus at least through 1992. Thls cash flow
analysls was based on projectlions of future users and estimated operating
costs. PEER analysls of the district’s flnanclal statements shows that the
projectlons appear to be overly optimistic. The district’'s contlnuing debt
obligations and level of system users show that the district may have
financlal difflcultlies In the future wlthout corrective actlon by the Board
of Commlssloners.
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The district’'s day-to-day management responsibilities are decentralized.

As lllustrated In Exhlblt 3, page 4, the GUD Board of Commissloners
has three staff members of equal authorlty who report directly to the
board--the offlce manager, the flre department chlef, and the
maintenance/operation supervisor. All of these posltions have day-to-day
financial management and operatlonal responsibllities. In interviews with
PEER, GUD staff stated that individual board members also become involved
in the distrlct's day-to-day activitles; thls is possible because the
district does not have a staff executive director to coordinate operatlons.

Recommendat ions

1. The GUD Board of Commlissioners should establish criteria for
classifying commerclal users and beglin assessing the correct rate to
such users.

2. GUD should adhere to Farmers Home Administration’s method of bllling
traller park units. The district also should bill apartment complexes
in the same way FHA requlres traller parks to be bllled.

3. The Board of Commissioners should ensure that the district complies
with its own rate ordinance and bill fire protection charges to all
units of traller parks and apartment complexes.

4. The Board of Commlssloners should ensure that the district completely
and conslistently adheres to its policles regarding users who are
delinguent in paylng amounts owed to the district. In addition,
individual board members should refrain from Intervening in selected
cases of users wlth dellnguent accounts.

SF In order to accurately assess Its flnanclal posltlon, the district
should project its revenues and expenditures for future years on both a
cash and accrual basis. These projJectlons should be compared to actual
performance on a routlne basls so that any necessary correctlve action
can be developed and Implemented.

6. The district’s Board of Commissloners should consider the followlng
steps to ensure a positive cash flow for the district in the future.

a. Increase [ts user base whlle holding steady or reduclng operating
costs.
b. Increase Its user revenue (customer base) at a rate faster than

increases in operating costs.
c. Enact taxes or assessments as authorlzed in HB 1293.
d. Increase user utllity rates.
7. The Board of Commissloners should function as a policymaking board and
delegate administratlve/operational responsibilities of the district to
a general manager or a single commissioner. Exhibit 8, page 19,

Illustrates two options the board could exercise to comply with this
recommendation.
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EXHIBIT 8

GUD ORGANIZATIONAL OPTIONS

OPTION 1 BOARD OPTION 2
o
COMMISSIONERS
BOARD
CF
GENERAL COMMISSIONERS
MANAGER
OFFICE
MANAGER
OFFICE FIRE M&o
MANAGER CHIEF SUPERVISOR

SOURCE: Compiled by PEER staff

BOARD-
ELECTED
COMMISSIONER
FIRE M&O
CHIEF SUPERVISOR



APPEND I X
CLEAN WATER ACT (PUBLIC LAW 92-500)

Publlc Law 92-500 was enacted by the U. S. Congress on October 18,
1972. This law stipulated that certaln procedures be undertaken to
ellminate stream pollution and speclfled certain dates for accomplishing
the following results:

(a) Prior to July 1, 1977, all municipal sewage
treatment discharges willl have secondary treatment.

(b) Interim goal of water quallty to protect fish and
wildlife and provide for recreation in and around
waterways by 1983.

(c) Elimination of pollutant d/scharges to waters (zero
pollution) by 1985.

Responsibility for Implementing the provislons of PL 92-500 on a
national level was placed wlth the Environmental Protection Agency (EPA).
The EPA established guidelines for conducting various phases of the act and
delegated certain responsibillties to states. The Mississippi Alr & Water
Pollution Control Commission (MA&WPCC) was the Mississippi state agency
originally charged with the conduct of the overall pollution program for
Mississippi. MA&WPCC eventually became the Bureau of Pollution Control,
which Is the current state agency charged with the conduct of the overall
pollution program for Mississlippl.

The Initial phase for accompllishing the deslred results of PL 92-500
involved a comprehenslive study of a speciflc planning area in order to
prepare a plan which met the pollutlon limitations. This study, a 201
Facllities Plan, outlined procedures which were economically feaslble and
at the same time acceptable regarding environmental constralnts. The baslc
areas covered In the preparatlion of the 201 Faclllitles Plan were outlined
by the EPA and conslisted generally of examination of existing conditions,
environmental inventory of the planning area, determination of sources of
pollution, investlgation of Infiltration and Inflow In existing sewer
systems, forecastlng of future waste loads based on projected poputation,
examinatlon of alternatlive methods of transporting and treatlng forecasted
flows, and the selection of a plan which would best accomplish all goals.
Public participation was provided throughout the planning process.

The act made provision for federal grants to be made to any state,
munlicipallty, or Intermunliclipal or Interstate agency for the erection,
bullding, acqulsitlon, alteratlon, remodellng, Improvement, or extenslon of
treatment works providing the grant applicant satisfactorily demonstrated
that "alternatlive waste management techniques had been studied and
evaluated and the works proposed for grant assistance provided for the
application of the best practlicable waste treatment technology over the
life of the works conslstent with the purposes of this title." The federal
grants are for seventy-five percent of the cost of the waste treatment
(sewage) facilities. The recipient was responsible for providing proof
that it could provide the addlitional fundlng requlred to complete the
project.
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Director

PEER Committee

P. 0. Box 1204

259 Northwest Street
Central High Legislative
Services Building
Jackson, MS 39215-1204

RE Gautier Utility District
OQur File No: 88-14,783

Dear Sir:

On behalf of the present Board of Commissioners of the
Gautier Utility District, we wish to make the following responses
to the Executive Summary of your review of the operation of the
Gautier Utility District.

On the subject of the Analysis of Issuance of Bonds, a
majority of the present Board of Commissioners was not in office
when the costs of the system were incurred and the financing
arranged. However, the Board would note that part of the reason
for costs exceeding original estimates was due to the high
verdicts set by the juries in the various eminent domain
proceedings to acquire some of the utility systems. The Board
would agree, and intends to implement, the release of annual
reports and annual financial statements as suggested.

On the subject of Compliance with Applicable State Laws, the
Board has been advised by its manager that it was normal
procedure to get competitive bids orally, rather than in writing
as required by law, on purchases from $500.00 to $2,500.00. The
Board has corrected this problem by requiring that such purchases
should be made in the future by not only following the spirit of
the law, but by following the letter of the law.
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Director
December 12, 1988
Page 2

The Board has also directed that no further purchases shall
be made from the supply company owned by a former member of the
Board, regardless of whether those prices may be lower.

This Board has always held its meetings in public and in an
open manner and has encouraged public participation. However, in
order to fully comply with the law, enclosed is a copy of the
Resolution recently passed by the Board regarding "open
meetings".

On the subject of Analysis of Selected Areas of Operation,
the Board, prior to the PEER Committee inquiry, had already begun
a study for the criteria for classification of commercial users.

The Board previously decided that in order to be fair and
equitable trailer park owners and apartment owners should be
billed on the basis of the number of units actually occupied,
rather than the total number of units without regard to
occupancy. The Farmers Home Administration has not objected to
this approach.

The Board agrees and will correct any failure to bill the
fire protection fee to each apartment unit whether occupied or
not. (The fire protection fee will be deleted to City of Gautier
residents if the Interlocal Agreement allowing the city to
operate the fire department is approved.)

The failure to fully enforce the delinguency problem can be
attributed to the fact that the district recently went to a new
computer system, and there was some question as to the accuracy
of the accounts for a period of time. This situation is now
being rapidly corrected and the delinquency policy will be
strictly enforced.

The Board is studying the financial future of the district.
This Board will make every effort to keep from increasing utility
rates to the consumers. This Board will continue to study
alternatives that will increase revenue, while attempting to be
cost efficient.

In an effort to keep costs down and still provide good
service, this Board has probably taken too much of a "hands on"
approach, which has resulted in the Commissioners spending many
hours each week dealing with consumer complaints, etc. This
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Director
December 12, 1988
Page 3

Board recognizes that in the future the Board will have to
function primarily as a policy making board with the delegation
of administrative/operational responsibilities.

The Board of Commissioners expresses its appreciation to the
PEER Committee and its staff for conducting this inquiry. The
Board believes that your report and suggestions will be helpful
and of great benefit to the Commissioners as they go about their
task of serving the citizens of Gautier.

If we can provide any additional information, please let us
know.

Very truly yours,
=

-~ (6

— : (,,“
{ éﬁﬂnJ'IJ-f}‘“_
Jé‘r’ﬁé.% W. B\e%cﬁs rom
Attorney, Board of Commissioners
Gautier Utility District
JWB/j 1w
Enclosure

cc: Gautier Utility District
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RESOLUTION CLARIFYING, CONFIRMING AND SETTING
THE TIMES, PLACES AND PROCEDURES BY WHICH
MEETINGS OF THE BOARD OF COMMISSIONERS ARE HELD

WHEREAS, this Board of Commissioners believes strongly in the
philosophy that public business should be performed in an open
and public manner; that citizens should be advised of and aware
of the performance of public officials and the deliberations and
decisions that are made by public officials; and that the letter
and spirit of the "open meetings law" of the State of Mississippi
should be followed; and

WHEREAS, this Board of Commissioners since its organization
has conducted its business in public and in an open manner; and

WHEREAS, in keeping with this philosophy and beliefi, this
Board has determined that it is necessary to clarify, define and
set forth the times, places and procedures by which the meetings
of this Board are to be held.

NOW, THEREFORE, be it resolved by the Board of Commissioners
of the Gautier Utility District of Jackson County, Mississippi,
as follows:

1. That the regular monthly meeting of the Board of
Commissioners of the Gautier Utility District shall continue to
be held on the second Monday of each month at 6:00 o'clock p.m.
at the Central Fire Station in the City of Gautier, Mississippi.

2. That prior to said regular meeting, an agenda shall be

prepared and furnished to the local newspapers, the Sun Herald,
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the Gautier Independent, and the Mississippi Press, in a
sufficient amount of time prior to the meeting so that the
agenda, as well as the time and place of the meeting, may be
published.

3. That the agenda shall also be posted in a public place
in the office of the Gautier Utility District for view by the
public prior to the meeting.

4, That the Board shall, if possible, announce the time and
place of any recessed meeting at the conclusion of the meeting in
question and shall spread on its minutes the time and place of
the recessed meeting, if possible, and, otherwise, a meeting may
be recessed to another meeting subject to call by the Chairman of
this Board. |

5. That on all recessed meetings, whether stated in the
minutes and announced as to time and place, or upon call of the
Chairman, the Chairman, or his designated representative, shall
advise a representative of all of the local newspapers mentioned
above by telephone or letter as to the time and place of any
recessed meeting of the Board of Commissioners, such notification
to be provided a sufficient time prior to the meeting to allow
appropriate publication of such information, recognizing that
there may be some instances where the recessed meeting is
necessary and may be held even though there is not sufficient

time for publication as herein contemplated, but notification
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shall still be made to the representative of the local newspapers
so that they will have the opportunity to attend and report the
meeting.

6. That at the beginning of the recessed meeting so held,
the Chairman, or his designated representative, shall announce
and have recorded in the minutes the particulars as to the
notification that was provided as hereinabove set forth. That
notice of the recessed meeting shall be posted in a public place
in the office of the Gautier Utility District prior to the
meeting.

7. That the minutes of the Gautier Utility District shall
always be open to the public for inspection during regular
business hours at the district office located at 6316 M;rtin
Bluff Road, Gautier, Mississippi, and the staff at the district
office are hereby directed to furnish the time and place of any
such meeting to any person who so inquires during regular
business hours.

On Motion of Commissioner A ALY CAC , seconded by
Commissioner = WEiL the foregoing Resolution was

read and put to a vote which was as follows:

Commissioner Hansford voted @A enj’
Commissioner Peden voted I ngw~T
Commissioner Beausoleil voted £
Commissioner Weil voted

Commissioner Blazick voted (y A §

!
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CERTIFICATE

I, GEORGE BLAZICK, the duly elected, qualified and acting
member and Secretary/Treasurer of the Gautier Utility District of
Jackson County, Mississippi, do hereby certify that the above and
foregoing Resolution Clarifying, Confirming and Setting the
Times, Places and Procedures by Which Meetings of the Board of
Commissioners are Held is a true and correct copy of said
instrument as it appears in the minutes of the said Gautier
Utility District dated the STo day of D& Reil, 1988,
which minutes of said Gautier Utility District are now in my

possession.

WITNESS MY SIGNATURE AND SEAL on this the S ™ day of
- DEEMBEL, 1988.

o W\ B

Secretary/Treasurer
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Whereupon, the Chairman declared the motion carried by a
majority vote of the Commissioners present and the Resolution
adopted by the Board of Commissioners of the Gautier Utility
District of Jackson County, Mississippi, on this P Mo day of

REL, 1988.
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